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SUBJECT: AMERICAN FIRM IS OBJECT LESSON IN MAINTENANCE 
OF GOVERNMENT PAY POLICY 

SUMMARY - A SUBSIDIARY OF ITT, THE STANDARD TELEPHONES 
AND CABLES HAQ INFORMED UNION REPRESENTATIVES THAT IT 
MUST REVERSE ITS PAY ACCORD WITH 3,000 SKILLED AND SEMI- 
SKILLED WORKEPS IN THREE OF ITS NORTHERN IRELAND PLANTS 
WHICH WOULD HAVE VIOLATED THE GOVERNMENT’S PAY POLICY 
STRICTURE FOLLOWING THE GOVERNMENT'S THREAT TO INVOKE 
SANCTIONS AGAINST THE COMPANY. END SUMMARY. 

1. THE STC HAD ACTUALLY AWARDED RAISES RANGING FROM 7 
POUNDS TO 9 POUNDS TO ITS WORKERS UNDER AN AGREEMENT 
BACKDATED TO JULY 1 BUT NOT SIGNED UNTIL JULY 29 (THE 
GOVERNMENT'S ANTI-INFLATION WHITE PAPER WAS PUBLISHED ON 
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MENT'S STRICTURES: ONE AGAINST PAY RISES ABOVE SIX POUNDS 
AND THE OTHER AGAINST INTERVALS FOR PAY RISES WHICH WERE 
LESS THAN 12 MONTHS. SECRETARY OF STATE FOR EMPLOYMENT 
MICHAEL FOOT HAD WARNED STC THAT IF IT DID NOT RENEGO- 
TIATE ITS AGREEMENT WITH THE UNIONS INVOLVED (ENGINEERS, 
ELECTRICIANS AND BUILDING WORKERS), THE GOVERNMENT WOULD 
APPLY COMMERCIAL SANCTIONS THROUGH THE STATE PURCHASING 
AGENCIES WHICH BUY MORE THAN HALF OF THE STC'S 333 MIL- 
LION POUNDS ANNUAL SALES IN THE UK. 

2. THE UNIONS IN THE PLANTS INVOLVED WILL BE MEETING 
SHORTLY TO DECIDE WHAT ACTION THEY WILL TAKE, BUT IT IS 
ALMOST CERTAIN THAT THE COMPANY WILL BE FORCED TO ACCEDE 
TO THE GOVERNMENT S REQUEST. THE GOVERNMENT CHOSE A 
USEFUL OBJECT LESSON IN THE STC CASE, BUT THIS IS NOT 
THE ONLY SITUATION WHERE A PAY-BREACH PROBLEM EXISTS. 

FOR EXAMPLE, AT ANOTHER NORTHERN IRELAND FACTORY - 
MACKIES TEXTILE MACHINERY - WORKERS ARE REMAINING ON 
STRIKE UNTIL THE COMPANY AGREES TO PAY A 6 OOUND A WEEK 
RAISE BACKDATED TO AUGUST 3, ALTHOUGH UNDER THE PAY PO- 
LICY THEY WOULD NOT BE ELIGIBLE FOR AN INCREASE UNTIL 
FEBRUARY. THERE IS ALSO A DISPUTE OVER INTERPRETATION 
OF THE 6 POUND PAY LIMIT INVOLVING 8,500 WORKERS AT 
BRITISH LEYLAND'S BUS AND TRUCK DIVISION IN LANCASHIRE. 

THE STC CASE WAS THE FIRST ACTUAL BREACH OF THE PAY LAW, 
BUT THE GOVERNMENT IS WATCHING CLOSELY EACH OF THESE AND 
SIMILAR CASES WHICH COULD LEAD TO AN EROSION OF ITS ANTI- 
INFLATION POLICY. 
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